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The following problems were discovered in the Circuit Clerk’s office in the Twenty-Second
Judicial Circuit, . Louis City, Missouri. The Twenty-Second Judicial Circuit Criminal
Division - Finance Department, is responsible for the accounting and reporting of funds
deposited with the court in relation to criminal cases, including cash bond payments.

Our audit uncover ed theft; infor mation gathered during our review wasturned over tothe
S. LouisCity Circuit Attorney’s Officeand the &. L ouis M etr opolitan Police Department.
Thecashier/bookkeeper responsiblefor collecting somecash bond paymentsand recor ding
all cash bond activity has been indicted by the circuit’sgrand jury for stealing.

All theftsreported in our audit occurred prior to January 1, 1999.

During our audit, we noted discr epancies between receipt recordsfor cash bonds, monies
deposited intotheFinance Depar tment’ sbank account, and other supportingbond records.
Cash bond monies of at least $9,300 were taken and receipt records were altered to
conceal the shortages.

Our review of the Finance Department’ sbond recor dsnoted the amounts paid for some of
the cash bonds shown on the copy of the original receipt dip did not agreeto theamounts
on the receipt ledger. The amount recorded on the one-write receipt ledger had been
altered after the original receipt slip was issued to reflect a lesser amount. These
alterations wer e done to conceal the cash collected from bonds which was not deposited,
but rather taken by an employee. Fifteen cash payments for bonds posted between
December 20, 1997 and November 21, 1998, wer e altered and ther efor e portions of the
cash bond paymentsreceived, totaling $9,300, wer e not properly recor ded and deposited.

The missing money went undetected throughout the period noted due to weaknesses in several
internal controls and reconciliation procedures, and alack of segregation of duties.

The duties of receiving and recording cash bond monies collected by the Finance Department were
not adequately segregated. The former bookkeeper performed both of these duties, aswell as
processing and recording bond disbursements. No one independent of the process reconciled bond
receipts recorded in the one-write receipt ledger with amounts recorded in other bond records.

A list of the bonds received, but not paid out, has not been adequately maintained. Thislist
should not only be accurately maintained, but reconciled to the balance in the bond account. The
falureto reconcilethelisting of bonds not yet paid out, to the money availableto pay themin the bank, has
contributed to the failure to detect the missing money.
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Presiding Judge and Court en banc
and

Circuit Clerk

Twenty-Second Judicial Circuit

St. Louis City, Missouri

We have conducted a special review of the Twenty-Second Judicial Circuit, St. Louis City,
Missouri, Circuit Criminal Division - Finance Department - Cash Bond Deposits. The scope of this
review included, but was not limited to, the period of July 1, 1997 through December 31, 1998. The
objectives of this review were to:

1. Investigate suspected irregularities in the collection, recording, and depositing of
bond receipts and the related record-keeping system.

2. Determine the amount of funds misappropriated from this department.

3. Review and evauate certain controls and procedures regarding the collection of and
accounting for bond receipts related to the misappropriation.

Our review was made in accordance with applicable generally accepted government auditing
standards and included such procedures as we considered necessary in the circumstances. In this
regard, we reviewed the financia records and procedures of the Circuit Crimina Division - Finance
Department and interviewed personnel of the department.

Our review was limited to the specific matters described above and was based on selective
tests and procedures considered appropriate in the circumstances. Had we performed additional
procedures, other information might have come to our attention that would have been included in
this report.

The accompanying History and Organization is presented for informational purposes. This
information was obtained from the division's management and was not subjected to the procedures
applied in the review of the Circuit Criminal Division - Finance Department - Cash Bond Deposits.
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The accompanying Management Advisory Report presents our findings and
recommendations arising from our review of the Twenty-Second Judicial Circuit, St. Louis City,
Missouri, Circuit Criminal Division - Finance Department - Cash Bond Deposits.

(. WSt

Claire McCaskill
State Auditor

April 30, 1999 (fieldwork completion date)
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HISTORY AND ORGANIZATION

Organization

The Twenty-Second Judicial Circuitincludesonly St. LouisCity. Thecircuit consistsof twenty-four
circuit judges, one of whom serves as presiding judge, seven associate circuit judges, and four
commissioners.

In addition to the judges and commissioners, the personnel of the Twenty-Second Judicia Circuit,
St. Louis City, Missouri includes acircuit clerk, twenty-six court reporters, acourt administrator, a
jury supervisor, ajuvenile officer, and approximately 480 other court employees. Approximately
189 of these employees work under the supervision of the Circuit Clerk.

The Circuit Clerk is elected for a four-year term. The Circuit Clerk's Office plans, assigns,
coordinates, and supervises the operation and administration of the circuit court presided over by the
circuit judges. Dutiesof the Circuit Clerk include: docketing, clerical tasks, documentation of court
matters, accounting and recording, receipting and disbursing funds through the circuit and associate
circuit divisions, and administering most of the operations of the court.

The Circuit Clerk's Criminal Division-Finance Department is responsible for the collection and
recording of bonds, restitution, fees, fines and court costs for criminal cases heard in the Circuit
Court in the city of St. Louis, Missouri.

Personnel

TheHonorable Michael B. Calvin was elected by the judges as Presiding Circuit Judgefor atwo year
term on January 1, 1999.

Mariano V. Favazzawas elected Circuit Clerk in November 1998 and replaced Mavis T. Thompson,
effective January 1, 1999.

The Circuit Crimina Division-Finance Department consists of six positions: a supervisor, an
assistant supervisor, abookkeeper, two cashiers, and abackup cashier. Dueto personnel turnover,
some of these positions have occasionally been vacant. The Circuit Criminal Division alsoincludes
a Case Processing Department with 43 supervisory and clerical positions.
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EXECUTIVE SUMMARY

Weaknesses in the internal controls and record-keeping system of the Circuit Clerk's Criminal
Division - Finance Department allowed amisappropriation of cash bond deposits of at least $9,300
to occur during the period December 20, 1997 through November 21, 1998. Some cash bond monies

were not properly recorded and cash was taken. Receipt records were altered to conceal the
shortages.

This situation could have been prevented or detected on amore timely basis if adequate oversight
and reviews had been performed and if internal controls as noted in the accompanying Management
Advisory Report had been established. Some of the same recommendations were also made in our
prior audit report dated June 26, 1997.
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MANAGEMENT ADVISORY REPORT

The Twenty-Second Judicial Circuit, St. Louis City, Missouri, Circuit Criminal Division - Finance
Department, isresponsiblefor the accounting and reporting of any funds deposited with the courtin
relation to criminal cases.

During our audit of the Office of Circuit Clerk, Twenty-Second Judicial Circuit, St. Louis City,
Missouri, we noted di screpanci es between recei pt records for cash bonds, monies deposited into the
Finance Department's bank account, and other supporting bond records. This specia review was
performed to morefully review the circumstances of these discrepancies and to determinethe extent
of misappropriated bond monies.

1.

Missing Funds

The Circuit Criminal Division - Finance Department accepts cash, money orders, and
attorneys checksfor payment of cash bondsand bond forfeitures. The Finance Department
directly receives, either at the payment windows or through the mail, these payments during
regular working hours. In addition, the department receives from the Pre-Trial Release
Office (PTR), checksfor bonds collected outside normal working hours. Bond paymentsare
accompanied by bond index cards prepared by either the Circuit Criminal Division - Bonding
Department or the PTR. Theseindex cardsindicate the amount of bond monies required to
be paid to the Finance Department. Bond moniesreceived arerecorded in aone-writerece pt
system and are deposited into the Finance Department's bank account. The bonds are then
recorded in a bond ledger and the bond index cards filed. The receipt dlip is taken to the
Bonding Department where a copy of the original receipt slip is made and filed in the case
file. When applying for abond refund, the payor must return the original receipt slip, which
is then retained by the Finance Department.

During our review of the Finance Department's bond records, we noted the amounts paid for
some of the cash bonds shown on the copy of the original receipt slip did not agree to the
amounts on the recei pt ledger. The amount recorded on the one-write receipt | edger had been
atered after the original receipt slip wasissued to reflect alesser amount. These alterations
were done to conceal the cash collected from bonds which was not deposited. Fifteen cash
payments for bonds posted between December 20, 1997 and November 21, 1998, were
altered and therefore portions of the cash bond paymentsreceived, totaling $9,300, were not
properly recorded and deposited.



The misappropriation went undetected throughout the period noted due to weaknesses in
several internal controlsand reconciliation procedures, and alack of segregation of dutiesas
discussed later in this report.

In April 1999, the employment of the cashier/bookkeeper responsible for collecting some
cash bond payments and recording all cash bond activity was terminated.

Information gathered during our review has been turned over to the St. Louis City Circuit
Attorney's Office and the St. Louis Metropolitan Police Department.

WE RECOMMEND the Circuit Clerk work with law enforcement officials regarding
restitution of the missing monies and any criminal prosecution considered necessary.

AUDITEE'S RESPONSE

W agree. We will conpletely cooperate with the prosecution of the
case and have <contacted the Ofice of +the State Courts
Adm nistrator (OSCA) to initiate the process for reinbursenent
under the state bl anket bond. Restitution, if forthcom ng, would
go to reinburse the state bond.

In addition, the newy enployed internal auditor is review ng each
transaction of every enployee who had simlar unsegregated duties
in earlier time periods which could have permtted themto commt
simlar acts of fraud. W intend to investigate any identified
shortage through to resolution and wll refer any suspicious acts
to the proper |aw enforcenent agency.

In addition, since May 1, 1999, the Cimnal Fi nance Departnent has
gone online with a conputerized cashiering systemsimlar to what
is used for the Cvil Cashier’'s Ofice. W wll continue to
operate the manual systemparallel to the conputerized systemuntil
we are reasonably certain that the conputerized system is
accurately recording transactions. Had the conputerized system
been in place since Decenber 20, 1997, we believe the | oss would
have been identified at the tine of the occurrence. The new system
is designed to track recei pts and di sbursenents for each category
of transaction. The system will provide an accurate open-itens
listing and the cashiering systemactivity will be tied out with
t he Bondi ng Departnent system

2. Accounting Controls and Procedures

A. A listing of bondsreceived and not yet paid out isto be prepared semiannually by the
Finance Department. The Finance Department personnel could not locate open-items
listings prepared prior to December 31, 1998. In addition, the bond open-items
listings do not reconcileto the balancein the bond account. Thetotal identified open
itemsat December 31, 1998, exceeded the balancein the general |edger bond account
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at that date by $638,112. The difference between the open-items listings and the
balance in the bond account fluctuates. The total identified open items at June 30,
1997, exceeded the balancein the bond account at that date by $374,772. Thefailure
to reconcile the open-items|listing to the balance in the general ledger bond account
on aperiodic basis has contributed to the failure to detect the misappropriation noted
above.

The listing of bond open-items prepared from al open bonds in the bond ledger at
December 31, 1998 is not accurate. Errors were made by the Finance Department
personnel when recording bond receipts and disbursements to the bond ledger.
Duplicate receipt entries were made, bond forfeitures were recorded to the bond
ledger in error, several fugitive bonds disbursed to other municipalities were never
recorded in the bond ledger, and some other disbursements of bonds were not
recorded. To properly account for all bonds, the Finance Department should ensure
al bond receipts and disbursements are correctly posted to the various accounting
records.

A complete and accurate open-items|listing is necessary to ensure bonds are properly
recorded and deposited and to ensure the moniesheld in trust by the Circuit Clerk are
sufficient to meet liabilities. Open-items listings should be prepared timely and
reconciled to the balance in the general ledger bond account.

The duties of receiving and recording cash bond monies collected by the Finance
Department were not adequately segregated. Theformer Bookkeeper performed both
of these duties, as well as processing and recording bond disbursements. No one
independent of the process reconciled bond recel ptsrecorded in the one-writerece pt
ledger with amounts recorded in other bond records.

To safeguard against possible |l oss, theft, or misuse of funds, internal controlsshould
provide reasonable assurance that all transactions are accounted for properly and
assets are adequately safeguarded. Internal controls could be improved by
designating an employee without access to cash to perform a reconciliation or
periodically review amounts recorded in the bond records and the one-write receipt
ledger.

Similar conditions were noted in our prior report.

WE RECOMMEND the Circuit Clerk:

A.

Investigate and resol ve differences between the open-itemslistings and the balances
in the general ledger bond account. Any identified shortage should be investigated
and resolved. All bond recei pts and disbursements should be properly recorded to the
bond ledger, and accurate open-items listings should be prepared periodically and
reconciled to the balance in the general ledger bond account.
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B. Provide for an adequate level of segregation of duties between receiving, recording,
and depositing monies collected by the Criminal Finance Department. In addition,
the Circuit Clerk should provide for a documented review of accounting records by
an independent person.

AUDITEE'S RESPONSE

A

We agree. It is our intention to resolve the differences
bet ween the open-itens listing and the correspondi ng gener al
| edger account and the bank account. The |ack of automation
in the Crimnal Finance Departnent nakes this process very
difficult. W wll need to devel op an open-itens listing for
all types of receipts and to correct the open-itens |isting
for bond receipts. This process is one of a ‘‘special
project’’ nature and we will proceed on this matter once we
have corrected ongoing financial practices and records for
1999 activity and forward. W will consult with CPAs from
OSCA, the State Auditor’s office, and outside firnms in
devel oping the procedures to be foll owed in addressing these
i ssues.

We agree. Prior to the discovery of the theft there were pl ans
to reorganize the Crimnal Finance Departnent and segregate
responsibilities and duties. Since the discovery of the
theft, the office has undertaken the assignnments to segregate
duties and responsibilities for receiving, recording, and
depositing nonies collected by the Cimnal Fi nance
Depart nent .

An Account Cerk Ill position has been redefined to undertake
t he bookkeeping process that is still being done by hand
awai ting the conpletion of the conputerized cashiering system
At present, no cashier who recei pts noney has any bookkeepi ng
function, except conpleting the financial transaction on the
one wite system and placing the transaction into the
conputerized cash register. Under the current system there
is a supervisor who presently supervises the three cashiers
and is responsible for the receiving and depositing of cash
and checks. Al other bookkeeping and taxing functions are
done by enpl oyees not under the cashiers’ supervisor. W
believe by these actions we have conplied wth the
recommendat i on.

Thisreport isintended for the information of the judicia circuit's management and other applicable
government officials. However, this report is a matter of public record and its distribution is not
limited

* k k * %
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